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management control of the area in which the collateral is kept, in the event of certain
specific defaults, or deterioration of the credit.

PROCEDURE: HIGH ACCOUNT CONTROL

Medium Account Control is modified to provide that lender now either: contracts with a
public warehouse to segregate or store collateral and release it upon instructions only; or
it creates on site segregation using elements of bailment, wherein the collateral is
released only from physical control upon instructions. This normally entails use of a third
party servicer, or field warehouser.

PROCEDURE: MINIMUM FUNDS CONTROL

Lender to establish a Cash Collateral Account under their control for borrower's use to
deposit all proceeds (cash and checks) received from the sale of any of borrowers
inventory or services including all collections of all receivables resulting from such sales.
Lender to clear or sweep the account including deposit funds at their discretion, but no
less frequently than weekly, and apply all proceeds to the outstanding interest and
principal of the Asset Based loan.

PROCEDURE: HIGH FUNDS CONTROL

Note:

Minimum Funds Control is modified to provide that lender now either: 1.) operates itself or
by designee the borrower’s postal box; or 2.) transfers collections to its own postal box
(lock box). Lender to provide account debtors of borrower with instructions to remit all
balances due borrower to the account they control.

The overriding test of control is that the lender only advances against any Borrowing Base
after they have established a process to receive all of a borrower's cash or near cash
receipts resulting from the sale of any of the assets included in the borrowing base, upon
their arrival, as well as eliminate any borrower discretion to operate outside such a
system.
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PILOT COMPENSATION AGREEMENT FOR ACTUAL SERVICES PROVIDED AND FEES
CHARGED IN CONNECTION WITH BASIC ASSET BASED SUB-PROGRAM
APPLICATION AND LOAN MADE IN PARTICIPATION WITH SBA

SBA LOAN NO:

The Lender and the undersigned representatives (accountant, appraiser, attorney, engineer, service provider, etc.) hereby certify that they have charged the following fees in connection with the above referenced Basic Asset Based
sub-program loan. A general description of the services performed, or to be performed, by the Lender or undersigned and the compensation paid or to be paid by the borrower shall be set forth below. If the compensation exceeds
$1,000, the service must be itemized on a schedule attached showing each date services were performed, time spent each day, and description of service rendered on each day listed.

The undersigned Borrower and representative hereby certify that no other fees have been charged or will be charged by the representative in connection with this loan, unless provided for in the loan authorization specifically
approved by SBA.

Date Charged General Description Of Services Paid To Date Paid Amount Paid

REPRESENTATIVE: Section §13 of the Small Business Act (15 USC 642) requires disclosure concerning fees. Parts 103, 108, and 120 of Title 13 of the Code of Federal Regulations contain provisions covering appearances
and compensation of persons representing SBA applicants. Whoever commits any fraud, by false or misleading statement or representation, or by conspiracy, shall be subject to the penalty of any applicable Federal or State
statute.

Date: ,19
Representative/Provider

By:

The participating LENDING INSTITUTION hereby certifies that the above representation of service rendered and amounts charged by the above representative are reasonable and satisfactory to it.

Date: , 19

Lending Institution

By:

APPLICANT hereby certifies to SBA that the above representation, description of services and amounts are correct and satisfactory to applicant.

Date: 19
Borrower

By:

SEAL Attested:

NOTE: The foregoing certification must be executed, if by a corporation, in the corporate name by duly authorized officer and duly attested; if by partnership, in the firm name, together with signature of a general partner.
SBA Form SAB-159B
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LENDER'S SEMI-ANNUAL FUNDS DISBURSEMENT REPORT

FOR THE SIX MONTH PERIOD ENDING: 19

This Report Shall Be Used To Provide SBA With A Synopsis Of Disbursement And Collection Activity For Every Revolving And CAPLines Loan On A Semi-Annual Basis Every April 30 & October 31 Over The Term Of
The Loan. This Report Shall Be Sent To The SBA Office Servicing The Account. Lenders May Complete The Top Half For Every Disbursement And Collection Plus Provide The Summary Information Or Complete
The Summary Information And Attach A Copy Of Their Transcript Of Account.

BORROWER'S NAME: LOAN NUMBER:
LENDER'S NAME: DATE:
TRANSACTION DOLLAR AMOUNT DOLLAR AMOUNT BALANCE
DATE DISBURSED COLLECTED OUTSTANDING

DISBURSEMENT ACTIVITY SUMMARY FOR THE PERIOD COVERED BY THIS REPORT
Lenders To Complete This Summary For All Revolving And CAPLines Loans

TOTAL NUMBER OF DISBURSEMENTS (This Period):

TOTAL DOLLAR AMOUNT OF DISBURSEMENTS (This Period):
TOTAL NUMBER OF COLLECTIONS (This Period):

TOTAL DOLLAR AMOUNT OF COLLECTIONS (This Period):

HIGHEST OUTSTANDING LOAN BALANCE (This Period):

The provisions of 18 USC 1001 and 15 USC 645 provide certain criminal penalties for making false statements, willfully overvaluing collateral, or other prohibited acts. To induce SBA to directly or
indirectly, to participate in this loan, the Borrower, subject to these provisions, acknowledges receipt of the above listed amounts on the above listed dates, and certifies: (1) that the proceeds of these
disbursements will be, and all previous disbursements have been, used in accordance with the herein applicable Loan Authorization; (2) that there has been no substantial adverse change in the
financial condition, organization, operation, or fixed assets since application for this loan was filed or since the previous disbursement; and (3) that there are no liens or encumbrances against the
collateral securing this loan except those disclosed in the application for this loan. Lender certifies that disbursement of loan proceeds was made and the loan proceeds were used as set forth above
and in accordance with the Loan Authorization (Any deviation from the Loan Authorization must be authorized in writing by SBA prior to expenditure of loan funds). Lender certifies that the Borrower's
repayments were made and received as noted above. To further induce SBA to participate in the loan, Lender certifies that neither its Associates, Officers, Agents, Affiliates, or Attorneys have charged
or will charge or receive, directly or indirectly, any bonus, fee, commission, or other payment or benefit, or require compensating balances, Certificate of Deposit, or other security in connection with
making or servicing of this loan (other than those reported on SBA Form 4 "Application For Business Loan" or BAB-159 "Basic Asset Based Sub-Program Compensation Agreement"). This form must
be properly executed and returned to the SBA when due. If there are additional disbursements, itemize on a separate sheet, sign, date, and attach hereto.
Signatures Of Lender And Borrower To Be Acquired With Each Report

LENDER: AUTHORIZED SIGNATURE: DATE:
BORROWER: AUTHORIZED SIGNATURE: DATE:
SBA REVIEW: TITLE: DATE:
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BORROWING BASE CERTIFICATE & REPORT TO LENDER

FOR THE PERIOD ENDING 19 EFFECTIVE DATE OF LAST REPORT:

THIS FORM SHALL BE INITIALLY COMPLETED BY ALL ASSET BASED BORROWERS TO REPORT AND RECONCILE THEIR ACCOUNTS RECEIVABLE AND INVENTORY.
THE VALUES HEREIN DO NOT PREVENT THE LENDER FROM MAKING THEIR OWN DETERMINATION OF APPROPRIATE VALUES.

ACCOUNTS RECEIVABLE (As of This Period)

1 Accounts Receivable From Previous Report $
2. (+) New Total Sales From Last Report $
3. (-) Less Cash Sales From Last Report $
4, (=) Total Credit Sales Since Last Report $
5. () Account Receivable Collection Since Last Report $
6. (+-) Adjustments

() Non-Trade Receivables $

(-) Affiliated Company Receivables $

() Other: $
7. (%) Net Accounts Receivable (As Of Period End) $
8. (-) Accounts Receivable Over 90 Days $
9. (=) Eligible Accounts Receivable (As Of Period End) $
10. (X) _% of Eligible Accounts Receivable $

INVENTORY (As of This Period)

11 RAW MATERIAL INVENTORY $
12. (+/-) Adjustments

0 $

O — $
13. )] Total Eligible Raw Material Inventory: $
14. (X) __% of Raw Material Inventory $
15. WORK IN PROGRESS INVENTORY $
16. (+/-) Adjustments

(0 $

0o $
17. =) Total Eligible Work In Progress Inventory: $
18. (X) __% of Work In Progress Inventory $
19. FINISHED GOODS INVENTORY $
20. (+/-) Adjustments

0 $

0o $
21. )] Total Eligible Finished Goods Inventory: $
22. (X) _% of Eligible Finished Goods $

RECONCILIATION

23. Total Lines 10, 14, 18, & 22 $
24, Face Amount of Note: $
25. Borrowing Base (Lesser of Line 23 or 24) $
26. Loan Balance form Previous Report $
21. (+) Plus Total Advances Since Last Report $
28. (-) Less Total Payments Since Last Report $
29. (=) Loan Balance Per Borrowers Books (Line 26 + 27 - 28) $
30. Approximate Amount Available To Borrower (Line 25 - 29) $

The Above Is Certified To Be In Accordance With The Revolving Line Of Credit Authorization (SBA Form 529B)

Borrower: Loan Number:
Authorized Signature: Date:
* A Current Listing And Aging Of Accounts Receivable And Accounts Payable Are Attached
* Description Of Inventory And Certification Of Values Are Attached.
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BORROWING BASE CERTIFICATE & REPORT TO LENDER

FOR THE PERIOD ENDING: , 19

DATE OF LAST REPORT: , 19

THIS FORM SHALL BE INITIALLY COMPLETED BY ALL CAPLINES ASSET BASED SUB-PROGRAMS BORROWERS TO REPORT AND RECONCILE THEIR
ACCOUNTS RECEIVABLE AND INVENTORY. THE VALUES HEREIN DO NOT PREVENT THE LENDER FROM MAKING THEIR OWN DETERMINATION OF
APPROPRIATE VALUES.

Pursuant to the Loan Authorization and the Note between undersigned (Borrower) and (Lender) dated ( ), the Borrower hereby requests an additional loan as follows:

1. Loan Balance on Previous Report $

2. Advances Since Last Report $

3. Total Payments Since Last Report $
(agrees w/#4 on reverse as long as loan balance exceeds collections)

4. Loan Balance on Books $

5. Amount Available to Borrow $

(from Collateral Reconciliation)

6. Amount Requested (If #5 above is positive) $
7. Check attached for balance (If #5 above id Negative) $
BORROWING BASE

a. Total Accounts Receivable $
b. Ineligible Accounts Receivable $
c. Eligible Accounts Receivable $
d. Accounts Receivable Advance Rate Percentage %
e. Borrowing Level For Accounts Receivable $
f. Total Inventory $
g. Ineligible Inventory $
h. Eligible Inventory $
i. Inventory Advance Rate Percentage %
j- Borrowing Level For Inventory $
k. Borrowing Base (e + i) $

The Above Is Certified To Be In Accordance With The Revolving Line Of Credit Authorization (SBA Form 529B)

Borrower:

Loan Number:

Authorized Signature: Date:
* A Current Listing and Aging of Accounts Receivable and Accounts Payable are Attached
o Description Of Inventory And Certification Of Values Are Attached.

SBA Form BBC-2

Effective Date: June 15, 2008 359
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BORROWING BASE CERTIFICATE & REPORT TO LENDER

ACCOUNTS RECEIVABLE
1. Accounts Receivable Last Report
2. Credit Sales Since Last Report
3. Total
4. Collections Since Last Report
5. Accounts Receivable Per Books
6. Ineligible Accounts Receivable
7. Eligible Accounts Receivable
INVENTORY
8. Inventory Per Books
9. Ineligible Inventory
10. Eligible Inventory
RECONCILIATION
11. Accounts Receivable Borrowing Base
( percent of 7 above)
12. Inventory Borrowing Base
( percent of 10 above)
13. Total
14. Face Amount of Note
15. Borrowing Base
16. Loan Balance on Books
17. Amount Available to Borrow

(#15 minus 16)

SBA Form BBC-2

Effective Date: June 15, 2008
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BORROWING BASE CERTIFICATE & REPORT TO LENDER

LISTING OF INELIGIBLE ACCOUNTS RECEIVABLE AND INVENTORY

ACCOUNTS RECEIVABLE

A. Accounts Receivable over 90 days $
B. Contra Accounts $
C. Foreign Accounts $
D. Affiliate Accounts $
E. Retention, Dated Sales, Consigned Sales $
F. Credit Memo/Balances $
G. Bonded Jobs $
H. Pre-Billed Accounts $
I Total Ineligible Accounts Receivables $
INVENTORY

J. Work in Progress $
K. Other Ineligibles $

(specify)
L. Total Ineligible Inventory $

SBA Form BBC-2
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BORROWER'S LISTING AND AGING OF ACCOUNTS RECEIVABLE

FOR THE PERIOD ENDING: 19 DATE OF PRIOR REPORT:

CUSTOMER NAME BILLING DATE 0-30 31-60 61-90 OVER 90 TOTAL

$ $ $ $ $
REPORT TOTALS N —_ [ E—

Mark All Non-Trade Receivables With A Single Asterisk *
Mark All Receivables To Affiliated Companies With A Double Asterisk **

| Certified This Report To Be In Accordance With The Requirements Of The SBA Authorization For The Loan Referenced Below

BORROWER: LOAN NUMBER:

AUTHORIZED SIGNATURE: DATE:

SBA Form CAP-ARA
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BORROWER'S LISTING AND AGING OF ACCOUNTS PAYABLE

FOR THE PERIOD ENDING: 19_ DATE OF PRIOR REPORT:

CUSTOMER NAME BILLING DATE 0-30 31-60 61-90 OVER 90 TOTAL

REPORT TOTALS

Mark All Non-Trade Payables With A Single Asterisk *
Mark All Payables To Affiliated Companies With A Double Asterisk **

| Certified This Report To Be In Accordance With The Requirements Of The SBA Authorization For The Loan Referenced Below

BORROWER: LOAN NUMBER:

AUTHORIZED SIGNATURE: DATE:

SBA Form CAP-APA

Effective Date: June 15, 2008 363
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U.S. SMALL BUSINESS ADMINISTRATION
STANDARD ASSET BASED PROGRAM
LENDER QUALIFICATION SURVEY

TO BE COMPLETED BY ALL POTENTIAL PARTICIPANTS IN SBA'S
STANDARD ASSET BASED PROGRAM PRIOR TO PARTICIPATION

IDENTIFICATION QUESTIONS

LENDER:
ADDRESS:
CITY:
STATE:

HAVE YOU REVIEWED THE PROGRAM GUIDE MATERIAL FOR THE OPERATION OF SBA'S ASSET BASED PROGRAMS ?
YES:
IF NO, SBA RECOMMENDS YOU OBTAIN A COPY.
ARE YOU PRESENTLY A PARTICIPANT IN SBA GUARANTEED LENDING? YES:
IF YES, FOR HOW MANY YEARS?
NAME AND TITLE OF BANK OFFICIAL SUPERVISING SBA TERM LENDING PROGRAMS:
TITLE:
DOES YOUR INSTITUTION SUBMIT APPLICATIONS FOR SBA GUARANTY TO MORE THAN ONE SBA OFFICE?

YES:
IF YES, LIST EACH OFFICE BY ITS CITY DESIGNATION:
ARE YOU CURRENTLY A CLP DESIGNATED LENDER? YES:
ARE YOU CURRENTLY A PLP DESIGNATED LENDER? YES:

ZIP CODE:

NO:

NO:

NO:

NO:
NO:

INDICATE EACH SBA OFFICE LISTED ABOVE WHICH PROVIDED YOU WITH THE CLP DESIGNATION BY A SINGLE ASTERISK AND PLP DESIGNATION BY

A DOUBLE ASTERISK
THE DOLLAR AMOUNT OF COMMERCIAL & INDUSTRIAL LOANS OUTSTANDING AS OF YOUR LAST YEAR END REPORT EQUALS:

$
THE DOLLAR AMOUNT OF SBA GUARANTEED LOANS OUTSTANDING AT YOUR INSTITUTION EQUALS:
$
DOES YOUR INSTITUTION HAVE AN EXISTING ASSET BASED LENDING DEPARTMENT?
YES: NO:
WILL YOUR ABL DEPARTMENT BE RESPONSIBLE FOR SUPERVISING SBA STANDARD ASSET BASED PROGRAM APPLICATIONS?
YES: NO:
IF YES, PLEASE PROVIDE A COPY OF YOUR ABL DIVISIONS POLICY MANUAL - SBA WILL MAINTAIN ITS CONFIDENCE.
IF NO, DESCRIBE HOW YOUR INSTITUTION WILL MONITOR AND CONTROL SBA's STANDARD ASSET BASED CREDITS.
NAME AND TITLE OF BANK OFFICIAL SERVING AS SBA CONTACT FOR STANDARD ASSET BASED LOANS:
NAME: TITLE:
VOICE TELEPHONE:
FACSIMILE NUMBER:
BANK ASSET SIZE: $ NUMBER OF BRANCHES:

Effective Date: June 15, 2008
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LENDERS QUALIFICATION SURVEY

GENERAL QUESTIONS
YOUR INSTITUTION'S EQUITY TO TOTAL ASSETS PERCENTAGE AS OF THE LAST REGULATORY AUDIT IS:
DO YOU CURRENTLY PROVIDE LINES OF CREDIT TO SMALL AND MEDIUM SIZED BUSINESSES?
IF YES, DO YOU CONTROL THE COLLECTION OF RECEIPTS?
IF YES, DESCRIBE YOUR METHOD(S) FOR CONTROL OF THE RECEIPTS:
IF NO, ARE YOU WILLING TO COMMENCE CONTROLING THE COLLECTION OF RECEIPTS?
DO YOU CURRENTLY PROVIDE ASSET BASED, WORKING CAPITAL LOANS TO SMALL AND MEDIUM SIZED BUSINESSES?

IF YES, DESCRIBE DIFFERENCES BETWEEN SERVICING ABL CREDITS FROM LINES OF CREDIT REFERENCED ABOVE:
IF YES, THE NUMBER IN THE LAST TWELVE MONTHS:

IF YES, AVERAGE DOLLAR AMOUNT IN LAST TWELVE MONTHS:

IF YES, FAILURE RATE EXPERIENCED IN LAST TWELVE MONTHS:

IF YES, DOLLARS CHARGED OFF IN LAST TWELVE MONTHS:

IF YES, DO YOU CONDUCT REGULAR FIELD EXAMS OF PLEDGED COLLATERAL?

IF YES, WHAT IS THE AVERAGE FREQUENCY? (M, Q, SA, A):

SOP 50 10 (5)

YES

YES

YES

YES

YES

%

NO

NO

NO

NO

NO

IF YES, WHO PERFORMS THESE EXAMS? LIST ALL PERSONS OR ENTITIES WHO CONDUCT THESE EXAMS AND INCLUDE THEIR APPROXIMATE

PERCENTAGE OF THE TOTAL EXAMS PERFORMED

DOES YOUR INSTITUTION UTILIZE A FORMALIZED BORROWING BASE DOCUMENT TO CONTROL DISBURSEMENTS OF LINES OF CREDIT?

DOES THIS BORROWING BASE INCLUDE A SECTION TO RECONCILE THE REPORT WITH THE PRIOR REPORT?

ON A PERCENTAGE BASIS, WHAT IS THE FREQUENCY YOUR INSTITUTION REQUIRES UPDATED FINANCIAL STATEMENTS?

PERCENTAGE
MONTHLY
QUARTERLY
SEMI-ANNUALLY
ANNUALLY
OTHER (SPECIFY)

LQS-2

Effective Date: June 15, 2008

YES

YES

NO
NO

PAGE 2
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LENDERS QUALIFICATION SURVEY oN A

PERCENTAGE BASIS, WHAT IS THE FREQUENCY YOUR INSTITUTION REQUIRES AN AGING OF ACCOUNTS RECEIVABLE AND PAYABLES REPORTS TO

BE SUBMITTED FOR REVIEW ?

PERCENTAGE

MONTHLY
QUARTERLY
SEMI-ANNUALLY
ANNUALLY

OTHER (SPECIFY)

INDICATE WHICH OF THE FOLLOWING METHODOLOGIES DESCRIBE YOUR INSTITUTION'S PROCEDURES TO CONTROL DISBURSEMENTS AND

ASSIGN APPROPRIATE PERCENTAGES TO EACH.

PERCENTAGE

INSTITUTION DISBURSES DIRECTLY TO BORROWER'S OPERATING ACCOUNT
INSTITUTION DISBURSES ON JOINT PAYEE BASIS
INSTITUTION DISBURSES TO BORROWER'S PAYROLL ACCOUNT

INSTITUTION DISBURSES TO BORROWER'S PAYROLL AGENT

INDICATE WHICH OF THE FOLLOWING METHODOLOGIES DESCRIBE YOUR INSTITUTION'S PROCEDURES TO CONTROL A BORROWER'S CASH

GENERATED FROM INVENTORY SALES AND/OR ACCOUNTS RECEIVABLE COLLECTIONS AND ASSIGN APPROPRIATE PERCENTAGES TO EACH.

PERCENTAGE

BORROWER COLLECTS, NO EXAMS

BORROWER COLLECTS, BUT WE CONDUCT EXAMS

BORROWER TELLS CUSTOMERS TO REMIT BY JOINT PAYEE CHECK TO BOTH THEMSELVES AND LENDER
BORROWER INSTRUCTS CUSTOMERS TO REMIT DIRECTLY TO LENDER'S CASH COLLATERAL DEPOSIT ONLY
ACCOUNT

BORROWER'S COLLECTIONS DIRECTLY ASSIGNED TO LENDER

NONE OF THE ABOVE (DESCRIBE YOUR PROCEDURES ON SEPARATE PAPER)

ACCOUNTS RECEIVABLE QUESTIONS

DOES YOUR INSTITUTION LEND AGAINST ACCOUNTS RECEIVABLE? YES NO

IF YES, WHAT IS YOUR AVERAGE ADVANCE RATE AGAINST RECEIVABLES? %

IF YES, WHAT HAS BEEN YOUR INSTITUTION'S HIGHEST ADVANCE RATE AGAINST ACCOUNTS RECEIVABLE?

DESCRIBE THE

CIRCUMSTANCES ABOUT YOUR HIGHEST ADVANCE RATE:

IF YES, INDICATE WHICH

LQS-2

OF THE FOLLOWING ARE ROUTINELY EXCLUDE FROM A BORROWER'S BORROWING BASE OF RECEIVABLES:

NO EXCLUSIONS

OVER AGED RECEIVABLES

CONTRA ACCOUNTS

INTERCOMPANY TRANSACTIONS

CONCENTRATED RECEIVABLES TO SINGLE CUSTOMER

OTHER(s):

PAGE 3
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LENDERS QUALIFICATION SURVEY

IF YOUR INSTITUTION LENDS AGAINST ACCOUNTS RECEIVABLE, WHAT LEVEL OF CONCENTRATION OF RECEIVABLES TO ONE CUSTOMER OF YOUR

BORROWER IS CONSIDERED SIGNIFICANT IN DETERMINING ELIGIBILITY? %

INVENTORY QUESTIONS

DOES YOUR INSTITUTION LEND AGAINST INVENTORY? YES NO
IF YES, WHAT IS YOUR AVERAGE ADVANCE RATE AGAINST INVENTORY? %

IF YES, THIS ADVANCE RATE IS BASED ON (circle) COST or RETAIL

IF YES, INDICATE YOUR GENERAL ADVANCE RATE POLICY ON THE FOLLOWING:

RAW MATERIAL %
WORK IN PROGRESS %
FINISHED GOODS %

IF YES, WHAT HAS BEEN YOUR INSTITUTION'S HIGHEST ADVANCE RATE AGAINST INVENTORY?

%

WHAT WERE THE CIRCUMSTANCES OF THE HIGHEST A/R ADVANCE REFERENCED ABOVE?

CHECK ALL ITEMS YOUR INSTITUTION EXCLUDES FROM INVENTORY IN THE BORROWING BASE:
NO EXCLUSION
OBSOLETE ITEMS
LIENED (PMSI) INVENTORY
ITEMS SECURING OTHER LOC
ITEMS PER AGING REPORT
WHEN LENDING AGAINST INVENTORY, WHAT IS THE FREQUENCY THAT YOUR INSTITUTION REQUIRES ANY OF THE FOLLOWING?
INVENTORY SUMMARY:
ACTIVITY OF DEBITS & CREDITS:
INVENTORY LISTING:
BORROWER INVENTORY COUNTS:
OTHER (SPECIFY):
DOES YOUR INSTITUTION PERFORM A QUANTITATIVE REVIEW OF INVENTORY PRIOR TO INCLUSION IN THE BORROWING BASE?
YES NO
DOES YOUR INSTITUTION PERFORM A QUALITATIVE REVIEW OF INVENTORY PRIOR TO INCLUSION IN THE BORROWING BASE?
YES NO

ANTICIPATED STANDARD ASSET BASED PROGRAM PARTICIPATION

DOES YOUR INSTITUTION DESIRE TO SUBMIT A COPY OF YOUR TRANSCRIPT OF ACCOUNT TO REPORT DISBURSEMENTS & COLLECTIONS OF LOAN
FUNDS IN LIEU OF A SEMI-ANNUAL DISBURSEMENT REPORT? YES NO
IF YES, PROVIDE A SAMPLE COPY OF A TRANSCRIPT OF ACCOUNT ON AN EXISTING LINE OF CREDIT RECIPIENT WHERE THE LINE HAS BEEN

OUTSTANDING FOR AT LEAST 12 MONTHS, AND AN INDEX/GLOSSARY EXPLAINING WHAT EVERY CODE (not just for the sample) OR SYMBOL ON

YOUR INSTITUTION'S TRANSCRIPT OF ACCOUNT SIGNIFIES - SBA WILL MAINTAIN ITS CONFIDENCE.

LQS-2 PAGE 4
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LENDERS QUALIFICATION SURVEY

DOES YOUR INSTITUTION DESIRE TO UTILIZE ITS OWN BORROWING BASE CERTIFICATE IN LIEU OF THE SAMPLE SBA REPORT?
YES NO

IF YES, PROVIDE A SAMPLE COPY OF YOUR INSTITUTION'S BORROWING BASE CERTIFICATE - SBA WILL MAINTAIN ITS CONFIDENCE.

QUESTIONS ON FEES

DESCRIBE ALL THE FEES AND EXPENSES YOUR INSTITUTION PRESENTLY CHARGES ITS BORROWING CUSTOMERS WHO RECEIVE ANY FORM OF
LINES OF CREDIT STARTING WITH INITIATION, PACKAGING, AND FINDER FEES, THROUGH PROCESSING, APPROVAL, AND CLOSING FEES, TO
SERVICING, UNUSED LINE, EXAMINATION, MONITORING, FLOAT AND FINAL PAYMENT FEES. IF ANY OF THESE EXPENSES ARE INCLUDED IN YOUR

OVERALL INTEREST RATE, PROVIDE AN EXPLANATION OF HOW YOUR INSTITUTION WILL SEPARATELY CHARGE FOR THESE ITEMS.
USE ADDITIONAL PAPER IF NECESSARY
DESCRIBE ANY FEES THAT YOUR INSTITUTION DOES NOT PRESENTLY CHARGE ITS LINE OF CREDIT BORROWERS THAT YOU ANTICIPATE

CHARGING CUSTOMERS WHO RECEIVE AN SBA STANDARD ASSET BASED PROGRAM GUARANTY SUPPORT.

USE ADDITIONAL PAPER IF NECESSARY

LQS-2 PAGE 5
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APPLICATION QUESTIONS FOR ASSET BASED SUB-PROGRAMS

TO BE INCLUDED WITH SBA FORM 4

THIS FORM MUST BE COMPLETED AND INCLUDED WITH SBA FORM 4 TO APPLY FOR ALL SBA ASSET BASED PROGRAMS

NAME OF BUSINESS:

BUSINESS ADDRESS:

ACCOUNTS RECEIVABLES

1.

1A.

1B.

1C.

1D.

1E.

1F.

1G.

DO YOU SELL PRODUCT(S) ON CREDIT? YES: NO:
IF YES, ANSWER ALL PARTS OF QUESTION 1:
WHAT PERCENTAGE OF YOUR TOTAL SALES IS FOR CREDIT? %

WHAT ARE THE CREDIT TERMS YOU PROVIDE YOUR CUSTOMERS?

DESCRIBE THE PROCEDURES YOUR BUSINESS USES WHEN EXTENDING CREDIT/TERMS TO ITS CUSTOMERS:

DO ANY OF YOUR CREDIT CUSTOMERS ACCOUNT FOR OVER 10% OF YOUR TOTAL CREDIT SALES?

YES NO IF YES, LIST THESE CUSTOMERS:
DO YOU MAINTAIN CREDIT INSURANCE TO COVER YOUR RECEIVABLES? YES: NO:
IF YES, WHAT PERCENTAGE OF TOTAL SALES ARE COVERED BY THIS INSURANCE? %

DESCRIBE THE DISCOUNT POLICY OF YOUR BUSINESS:

THE TOTAL DOLLAR AMOUNT OF RECEIVABLES WRITTEN OFF LAST FISCAL YEAR WAS: $
DESCRIBE THE WARRANTIES, GUARANTIES, OR OTHER DEVICES PROVIDED BY YOUR BUSINESS TO SUPPORT
PRODUCT QUALITY:

FOR YOUR BUSINESS' MOST RECENTLY COMPLETED FISCAL YEAR:

TOTAL CREDIT SALES WERE: $ TOTAL RETURNS WERE: $
TOTAL ALLOWANCES WERE: $ TOTAL CREDITS WERE: $
DO YOU SELL TO OTHER BUSINESSES ON CREDIT WHICH ALSO SELL TO YOU?
YES: NO:
DO YOU SELL OVERSEAS? YES: NO:

DESCRIBE THE PRIMARY INDUSTRY(S) TO WHOM YOU SELL ON CREDIT:

SBA Form AB-4
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PAGE 2 ADDITIONAL ASSET BASED SUB-PROGRAMS APPLICATION QUESTIONS
INVENTORY

3A.

3B.

11.

12.

13.

DESCRIBE THE METHOD OF ACCOUNTING FOR INVENTORY YOUR BUSINESS USES (LIFO, FIFO, WEIGHTED
AVERAGE, ETC.):

HOW MANY DIFFERENT STOCK KEEPING UNITS (SKU) DO YOU MAINTAIN?

DO YOU CARRY ITEMS FOR SALE THAT ARE CONSIGNED BY OTHERS? YES: NO:
IF YES, WHAT PERCENTAGE? %

DO YOU CONSIGN ANY OF YOUR ITEMS FOR SALE TO OTHERS?

YES: NO:

IF YES, WHAT IS ITS PERCENTAGE OF TOTAL SALES? %
DESCRIBE YOUR BUSINESS' PROCEDURE FOR MAINTAINING AND PHYSICALLY COUNTING ITS INVENTORY:

THE DOLLAR VALUE OF TOTAL SALES RETURNED LAST YEAR WAS:
DO YOU MAINTAIN PRODUCT LIABILITY INSURANCE? YES: NO:
NAME ANY CREDITORS WHO HOLD PURCHASE MONEY LIENS AGAINST YOUR INVENTORY:

122

DO YOU MAINTAIN ANY INVENTORY OFF PREMISES WHICH YOU OWN? YES: NO:
IN HOW MANY DIFFERENT LOCATIONS DO YOU MAINTAIN INVENTORY? 10.HOW
FREQUENTLY DO YOU CONDUCT A PHYSICAL INVENTORY?

DO YOU SEPARATE "SECONDS" OR RETURNED INVENTORY FROM FIRST LINE MERCHANDISE?

YES: NO:
DO YOU HOLD NON-OWNED GOODS/INVENTORY FOR OTHER INDIVIDUALS OR FIRMS?
YES: NO:
IF YES, THE APPROXIMATE DOLLAR VALUE OF THE ITEMS IS: $

EXPLAIN YOUR METHOD(s) FOR BILLING CUSTOMERS:

AUTHORIZED SIGNATURE: DATE:

PRINTED NAME & TITLE:

SBA Form AB-4
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APPLICANT QUESTIONNAIRE (SBA Form AB-4I)
INSTRUCTIONS TO RESPONDING LENDERS

This questionnaire is designed to assist Lenders in assessing the risk associated with the collateral of all SBA ASSET BASED
PROGRAM applicants. Its use will yield a score which establishes the recommended servicing requirements for the
proposed loan.

This Form is established for the exclusive use by the Participant, who shall be responsible for its completion, and for review
by SBA. This Form is not to be provided to the Applicant as part of its application package.

A review of SBA Form AB-4, which is to be completed by the applicant to address the issues of the questionnaire, and an
interview with the applicant should provide satisfactory answers to each question on this Form.

The questionnaire is divided into three sections, including General Questions which apply to all applicants, and questions on
the applicant's Accounts Receivable and Inventory. All sections should be answered, even if the Borrowing Base will consist
of only one asset type, since the other can be secondary collateral. The recommended levels of servicing to be regired should
be based on the score obtained from the General section and section(s) covering the assets included in the Borrowing Base.

NAME OF BUSINESS:

DATE COMPLETED:

GENERAL QUESTIONS

1. Length of time in business:
a. Lessthan one year 04
b. Between one and two years O3
c. Between two and five years 02
d. Over five years 01

2. The average Gross Profit margin is:
a. Less than 15% 04
b. 15% to 30% K]
c. Between 30% and 40% 02
d. Over 40% 01

3. The Debt/Worth ratio in relation to RMA comparable businesses is:
a. Below the lower quartile 04
b. Between the median and the lower quartile [ 3
c. Between the median and the upper quartile [ 2
d. Above the upper quartile 01

4. Does the borrower have a new product or product line expected to provide 20% or more of
revenues?

a. Yes 02

b. No 01
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5. The maturity of the SBA guaranty is:

a. Five years 4
b. Between 3 and 5 years 03
c. Between 1 year and 3 years 02
d. One year or less 01

6. Does the borrower permit unconditional return of unsold merchandise?
a. Yes 03
b. No 01

7. Has the borrower experienced returns, warranty claims or credits totalling 5% or more of annual
revenues?

a. Yes 03
b. No 01
8. Does the borrower have sales to affiliates?
a. Yes 03
b. No 01
RECEIVABLES QUESTIONS
9. The anticipated advances against eligible A/R's will be __ percent different than the cost of
goods sold percentage to sales:
a. A positive five 02
b. Zero 0o
c. A negative five 01
d. A negative ten 02
e. More than a negative ten 03

10. Does the borrower have credit insurance against receivables?

a. Yes 01
b. No 02
11. What are the net credit terms of the borrower?
a. Dating or more than 90 days 04
b. Between 60 and 90 days 03
c. Between 30 and 60 days 02
d. Less than 30 days 01
12. The accounts receivable collection period is:
a. More than 90 days 04
b. Between 60 and 90 days 03
c. Between 30 and 60 days 02
d. Below 30 days 01
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13. The maximum amount of sales to any one company and its affiliates is:
a. More than 25% 4
b. Between 15% and 25% 03
c. Between 10% and 15% 02
d. Below 10% 01
14. Does the borrower progress invoice or bill partially from master contracts?
a. Yes 03
b. No 01
15. Does the borrower hold sold products until the customer requests shipment?
a. Yes 03
b. No 01
16. What is the level of contra accounts of the borrower with its customers?
a. More than 10% of revenues 4
b. Between 5% and 10% 03
c. Lessthan 5% 02
d. None 01
17. Does the borrower have export sales?
a. Inexcess of 20% 4
b. Between 10% and 20% 03
c. Lessthan 10% 02
d. None 01
18. Bad debt expense has been:
a. Greater than 5% of revenues 04
b. Between 3% and 5% O3
c. Between 1% and 3% 02
d. Less than 1% 01
INVENTORY QUESTIONS
19. The anticipated advances against eligible inventory will be:
a. Above 50% 04
b. Between 40% and 50% 01
c. Between 30% and 40% 02
d. Below 30% O3
20. The current inventory turnover is:
a. More than 120 days 04
b. Between 60 and 120 days O3
c. Between 30 and 60 days 02
d. Less than 30 days 01
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The number of SKU's (items) in inventory are:

a. More than 1000 4
b.. Between 500 and 1000 03
c. Between 100 and 500 02
d. Less than 100 01
Does the borrower stock inventory for specific contracts with durations beyond six months?
a. Yes 03
b. No 01
Does the borrower sell products which may harm the environment or health?
a. Yes 03
b. No 01
Does the borrower sell perishable products?
a. Yes 02
b. No 01
What are the inventory controls of the borrower?
a. Informal system 4
b. Manual system 03
c. Computerized system 02
d. Computerized perpetual inventory 01

Does the borrower have product liability insurance for hazardous products?

a. Yes 01
b. No 02
What method is used to conduct inventory review by the borrower?
a. Estimates only 4
b. Annually 03
c. Quarterly to semi-annually 02
d. Less than quarterly 01
What type of inventory cost method is used?
a. Retail method 04
b. Weighted Average 03
c. First-in, First-out a2
d. Last-in, First-out 01

Does the borrower place goods on consignment?
a. Yes a2
b. No 01
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30. Does the borrower have off premises inventory?
a. Yes 02
b. No 01

31. The accounts payable turnover of the borrower compared to RMA standards is:
a. Below the lower quartile 04
b. Between the lower quartile and the median [ 3
c. Between the upper quartile and the median [ 2

d. Above the upper quartile 01

32. Is any of the inventory acquired from suppliers subject to a Purchase Money Security Interest?
a. Yes 03
b. No 01
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APPLICANT QUESTIONNAIRE

SCORING SECTION

Maximum score, All Questions:
Minimum score, All Questions

Maximum score, General and A/R Related:

Minimum score, General and A/R Related:

Maximum score, General and Inv Related:
Minimum score, General and Inv Related:

APPLICANT QUESTIONNAIRE SCORING MATRIX

106
31

61
17

72
22

SOP 50 10 (5)

STANDARD ALL ELEMENTS ACCT'SREC INVENTORY
MINIMUM MONITORING 31-67 17-38 22 -46
MAXIMUM MONITORING 68 - 106 39-61 47-72
MINIMUM EXAMINATION 31-67 17-38 22 -46
MAXIMUM EXAMINATION 68 - 106 39-61 47-72
MEDIUM ACCOUNT CONTROL 68 - 86 39-50 47-59
HIGH ACCOUNT CONTROL 87 - 106 51-61 60-72
MEDIUM FUNDS CONTROL 68 - 86 39-50 47-59
HIGH FUNDS CONTROL 87 -106 51-61 60-72

SBA Form AB-4]
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THIRD PARTY SERVICE PROVIDERS
Qualification Criteria

The following standards have been formulated as guidelines for lenders participating in SBA's
Asset Based Program for use when evaluating and selecting an outside or third party service
provider (Provider) who may perform those examination, monitoring, or control functions required
to prudently administer Asset Based loans guaranteed by the SBA: Experience; Competence;
Character; Equal Opportunity; Financial Responsibility; Coverage; Business Authorities; and
Confirmation.

These standards are numerically arranged from 1 to 8. Those standards noted by an "a" after the
number are required for lender approval of Providers who will perform examination services. The
standards noted with a "b" are required for lender approval of Providers who will perform
monitoring or control services.

The lender shall have the responsibility for providing the required examination, monitoring, or
control functions. Under this program, the lender may contract with a Provider who meets these
standards to assist the lender with the examination, monitoring, or control functions. SBA takes
no position on the approvability or quality of any Provider.

Providers Who Will Perform Examination Services.
la. Experience
Provider must demonstrate that it has successfully been in business continuously as an individual,
partnership, or corporation for not less than three (3) years. This experience must substantially
consist of examining, auditing, analyzing or reviewing supporting documents and physical
guantification of accounts receivable, inventory or their equivalents. Experience is not limited to
accounting firms, collateral control companies or asset based lenders, provided however, the
applicant's experience has been directly related to asset based lending.
2a. Competence
Provider must be capable of submitting a description or outline of services offered, methodology in
delivering and documentation supporting, together with at least two (2) examples of past
engagements performed in the last two (2) years.
3a. Character
Provider shall certify in writing to the lender that:

o During its business career it or its parent organizations, partnerships or venture partners,
have not been convicted of violations of any federal/state criminal laws.

o It has never been in litigation with the SBA or with any SBA participating lender in
connection with SBA lending.

o It is in compliance with Internal Revenue Service (IRS) reporting requirements and not
subject to IRS enforcement procedures when it applies to become a Provider.

4a. Equal Opportunity
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Provider must certify in writing that:

o It does not discriminate, nor will it discriminate, in its hiring practices with respect to race,
creed, age, gender, or national origin.

o It is in compliance with all federal, state and local regulations governing employee safety
and workman's compensation, as applicable.

5a. Financial Responsibility

Provider must furnish proof that:

o It maintains at least $500,000 of unencumbered professional liability coverage from a
reputable insurance carrier, or financially provided by an equivalent source. Coverage

amount must insure each incident and on an aggregate annual basis.

o Such insurance covers employees, agents and subcontractors for principal loss as a result
of errors, omissions or negligence in quantifying accounts receivable, or inventory.

o Coverage extends to the geographic area Provider is requesting to service.
6a. Coverage

Provider must indicate whether it is applying for a specific state[s], region[s], or locale[s] and
support this by explanation of staffing.

7a. Business Authorities

Provider must be legally permitted to conduct its services in whatever area it is applying to serve.
Such legal authority may be evidenced by, but is not limited to, occupational permits, federal or
state registration, or any other legal requirements to conduct business.

8a. Confirmation

Provider shall submit the company names, addresses, and authorized phone contacts of not less
than three (3) references which can support the Approved Examination Servicer (AES) by offering

opinions relating to present or past services rendered. The services must generally equate to
those for which the applicant seeks AES status.

Providers Who Will Perform Monitoring & Control Services
1b. Experience
Provider must demonstrate that it has successfully been in business continuously as an individual,

partnership, or corporation for not less than three (3) years. The experience must substantially
consist of examining, auditing, analyzing or reviewing documents supporting, and physical
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guantification of, accounts receivable, inventory or their equivalents. Experience is limited to
providers which can further demonstrate experience in obtaining actual or contingent dominion
over collateral assets including: bank lock boxes, postal block boxes, segregation of inventories
and raw materials utilizing elements of, or actual use of legal bailment in connection with asset
based lending. Further, applicant should also demonstrate experience in supervising movement
of accounts receivable and inventory in and out of the borrowing base, independent of the
borrower or its physical location.

2b. Competence

Provider must be capable of submitting a description or outline of services offered, methodology in
delivering and documentation supporting, together with at least two (2) examples of past
engagements performed in the last two (2) years. An Approved Monitoring & Control Servicer
(AMCS) Contractor must offer examples covering: 1.) Examinations; 2.) Information Monitoring
with Examinations and 3.) Collateral Control Services performed. This includes administration of
lock boxes, postal block boxes, bailment, or its elements and continuous monitoring of collateral
assets, independent of borrower or its physical location.

3b. Character
Provider shall certify in writing to the lender that:

o Since its inception, Provider and its parent (if any), affiliated partnerships or venture
partners, have not been convicted of a violation of any federal or state criminal laws.

o It has not been engaged in litigation with the SBA or with any SBA participating lender in
connection with SBA lending.

o It is in compliance with Internal Revenue Service (IRS) reporting requirements and must
not be subject to IRS enforcement procedures when it applied to become a Provider.

4b. Equal Opportunity
Provider must certify that:

o It has not discriminated, nor will it discriminate, in its hiring practices with respect to race,
creed, age, gender, or national origin.

o It is presently in compliance with all federal, state and local regulations governing
employee safety and workman's compensation, as applicable.

5b. Financial Responsibility

Provider must provide proof that it maintains at least $1,000,000 of unencumbered professional
liability coverage from a reputable insurance carrier, or financially provided by an equivalent
source. Coverage amount would insure each incident and on an aggregate annual basis. It must
cover employees, agents and subcontractors for principal loss as a result of errors, omissions, or
negligence in examining, monitoring and controlling collateral assets such as accounts receivable,
inventory and their equivalents. Moreover, coverage should extend to the establishment of any
aspect of bailment, in controlling borrower inventories. All coverage must extend to the
geographic area the Provider is requesting to service.
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6b. Coverage

Provider must indicate whether it is applying for a specific state[s], region[s], or locale[s] and
support this by explanation of staffing. Coverage in foreign markets must be specified, including
an explanation of staffing and methods of quality control.

7b. Business Authorities

Provider must be legally permitted to conduct its services in whatever area it is applying to serve.
Such legal authority may be evidenced by, but is not limited to, occupational permits, federal or
state registration, or any other legal requirements to conduct business.

8b. Confirmation

Provider shall submit the company names, addresses, and authorized phone contacts of not less
than three (3) references which can support the AMCS application by offering opinions relating to

present or past services rendered. The services must generally equate to those for which the
applicant seeks AMCS status.
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